Appendi x N:

| nspecti on and Enforcenent Procedures

All oil and gas drilling activities conducted on federal |eases
require prior approval by the BLMand the surface nmanagenent
agency(SMA). BLMis responsible for all down-hol e operations

whi l e surface operations require the approval of the appropriate

SMA or private | andowner. Once activities are approved and
construction conmences, physical inspections are conducted by BLM
to ensure conpliance with the approved pl ans, prescribed
mtigative neasures and federal regul ations.

| nspections are conducted throughout the construction, drilling
and production phases. During the construction phase, the SVA may
assign an individual to nmonitor road and pad construction
i ncluding topsoil stockpiling, cuts and fills. BLMw ||l generally
perform one inspection at the tinme the pit liner is installed.
During this inspection, the overall construction for the dril
pad and road is exam ned to ensure conpliance with the approved
permt.

During the drilling phase, randominspections of the drill rig
are conducted usually once a week. In addition, inspections are

conduct ed whenever casings are cenented or bl ow out preventors
are tested and to follow up on required corrective actions. These

i nspections are perforned to ensure the operations will be
conducted in a safe, environnmental ly sound manner according to
terns of the drilling permt and federal regulations.

Produci ng | eases are inspected randomy throughout the year to
ensure operations are conducted with the terns of the |ease, the
drilling permt and federal regul ations. Becafise of the
sensitive environnmental setting, producing |eases in the
Bl ackl eaf area are considered a high priority and are inspected
at | east annually.

Whenever deficiencies or activities that do not conply with the

intent of the approved drilling permt, mtigative neasures, or
applicable federal regulations are discovered (e.g. dogs or guns
on drilling location, inproperly seal ed sales tanks, etc.) an

i nci dence of non-conpliance (INC) is issued to the operator or
conpany representative. Dependi ng

upon the severity, the INCis classified as either a nmjor or
m nor vi ol ati on.

For nost violations the operator is provided an abatenent period

(up to 20 days) in which to correct the INC. Violations that are
nrovi ded an ahat enent neriod. hiut are not corrected in a tinelv




penalties in anmobunts ranging from $5,000 to $25,000 per day for
each day the violation continues. Cvil penalties are capped at a
varyi ng anounts dependi ng upon the violation. Further information
can be found in the code of Federal Regul ations part 3160. Should
the civil penalties not achieve the desired results the |ease
will be term nated and the operator barred fromfuture operations
on federal |eases.






